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Enron Reports
$1 Billion

In Charges
And a Loss

By KENNETH N. GILPIN

The Enron Corporation, the na-
ton's leading wholesale electncity
marketer and natural gas trader,

ed athird-quarter loss yesterday
mmot more than $1 billion
oneime charges for various busi-

nesses.

. The company reported a net loss of
$618 mullion, or 84 cents a share, in
contrast to net mncome of $292 nul-
kon, or 34 cents a share, in the pertod
& year earhier Excluding charges,
Enron said it earrted $393 muliton, or
43 cents a share. Revenue jumped 59

reent, to $47.8 billion, from $30
dlion a year ago.

The charges, which total $1 01 bif-
lot, or §1 11 a share, included a $287

million wntedown on Azurix, the

company’s troubled water-manage-
ment division, and $180 billion m
restructuning charges at its broad.
band telecommunications operation.

But more than half the charges
were related 10 various vestment
losses, mostly from Enron's stake in
the New Power Company, & retail
¢lectricity jolnt venture with AOL
Time Wamer and LB.M.
¢ “Alter & thorough review of our
businesses, we have decided W take
these charges to clear away issues
that have clouded the performance
and earnings potential of our core
energy businesses,” Kenneth L. Lay,
Earon's chairman and chief execu-
tive, said 1n o statement.

Even as its stock surged last year
and into this year, snalysts com-
gluudnm the company had a com-

llex weh!: of businesses and lacked
¢clanty in 1ts financial reporting.

In the wake of the Cahfornia ener-
gy erisy, the value of Enron shares
began & sharp retreat, and the focus
on problems at some of its opera-
tions inlensified

Warburg, said the write-o!

Y On Aug. U4, e?“uymfldes:lmg
abruptly resigned as p t an
chief execunive after just sx months
on the joh. The mave forced Mr. Lay,
who transformed the company from
an wtrastate pipeline company wito
an energy conglomerate, (o resume
bperational control ’

Wall Street had been expectug
wnite-olls, and analysts sad more
could be commg. But the uews yes-
terday had lttle effect on Enron's
shares, which rose 87 cents, 10 $33 84
“They are off 53 percemnt this year.

“They didn't telegraph exactly
what they were gowng to do, or when
or how,” sald David Flewscher, an
analyst at Goldman, Sachs “But for
mony quarters the topic has been
how many bilhons are they gong to
write off? Now the question 1s,
‘What's next?’ =

Ronald Barone, an analgst at UBS

Is were “a
step in the night direction.”

*“Investors can look at this with
more confidence that problems are
being faced and addressed,” he said

Mr Barone and others sad the
company mught have te make deci-
slons at some point about troubled
ternational  assets, wcludng sts
power plant 1 India as well as ks
broadband umt.

, Earlier this year, Mr. Skilling -
sisted that Enron’s broadband trad-
Jng business was worth $35 bilhon.
Alter the restructuring yesterday,

has a $600 nullion investment
broadband,

' %] don't think anyone knows what
the broadband operation 1s worth,”
said Todd Shipman, an analyst at
Standard & Poor's. ““It seems to me
they don’t thunk there 1s & big pros-
pect of a short-term turnaround
They are putuing the whole thiig in
cold storage.”

Despte Enron's potental, ana-
lysts smd Mr, Lay faced a consider-
able task, -

“Management has lost credibulity
and have to reprove themselves,”
Mr Fleischer at Goldman, Sachs
said, *'They need to convince wnvest-
ars these earnings are real, that the
company 1s for real and that growth
will be realized That has to be prov-
en over ume,”

, The earmngs rt i1ssued yester-
day provides “a hittle more break-
down,” he added, “but it will take
more disclosure.”
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